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Section 1. Petitioner’s Information

A

1.1 Name of Petitioner

Karot Power Company (Private)
“Petitioner”) ‘

House No. 05, Street 72

F-8/3, Islamabad

‘Email: infokarotpower@gmail com
Company Registration No: 0072904

Limited (“KPCL”, the “Project Company” or the

Main Spoﬁsor
Spensor

Yol § i

Sponsor

CEO - KPCL
KPCL
KPCL
KPCL

- Finandial Advisors
! Technical Advisors

f Project Counsel
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Section 2. Grounds for the Petition

2.1 Basis for Petition o
This Petition is made to the National Electric Power Regulatory Authonty (“NEPRA”) under the
chuIann of Generation, Transmission and Distribution ‘of Electric Power ‘Act (X1 of) 1997
(the “NEPRA-Act”) and the Tanff Standzxds and Proccdure Rules 1998 (the “NEPRA Rules™)
made under the NEPRA Act; and othcr apphcable laws, .

NEPRA is responslble under the NEPRA Act to’ determme taﬂffs rates and other tctrns and
conditions for - the supply of . electric power SCIVICCS .,b ;he gcnerat]on transmission and
distribution companies and. ¢ récotrianend them ‘6 the Federal Government for’ riotification.
NEPRA s also responslble for determining the process and prOCedures for reviewing and
approvmg tariffs and tariff ad]ustments - - :

2.2 Tanff Dctcrmmauon Stages L :

In order to cater o the unique nature of hyd.ropower plants whcrem cost uncertzunty due to a
long gestation period is neither in the conttol'of the Petitioner nor the power putchaser, NEPRA
has developed a Mechanism for Determination of Tariff for Hydropower Projects (the
“Hydropower Tanff Mechanism”). The Hydropower Tariff Mechanism provides for .
determination of tariff and subsequent adjustments at differcnt stages of development of
hydropower projects. In this respect thrcc dlstmct stages have bcen identified 1 in the Hydropower
TmffMechamsm ' : SRR RS : .

i) Feas1b1hty stagE' -

ii} EPC stzge and

111) - 20D stage (after ach_tcvei’nent of Commerclal Operatlon Date (“COD”))

This application’ for dctermmauon of taﬂff (the “Petltlon’) 1s mtended to provide a basis for
NEPRA to render a tariff determination, which is applicable to the EPC stage. Subscquent tariff
determinations will be made"in accordmcc with thc Hydropower Tanff Mechanism at a future
date. :

2.3 About the Petltxoner
Karot Power Company (Private) anted (“KPCL Vi is a pﬂvate hrmted company registered under
the Companies Ordinance, 1984. KPCL is in the process: of dcvelopmg a 720 MW hydropower
project to be located near the Karot Bridge at Tehsil Kahuta, Distrct Rawalpindi, Punjab (the
“Pisject™). The Project Is to be developed under the guidelines of Policy for Power Generation
Projects 2002 (the “Policy’_’) issued by the Government of Pakistan. _

The feasibility study of the Project was conducted by a consortium .of engmcermg consultants
headed by SMEC and was approved by the Panel of Expcrts organized by PPIB in the year 2009.

KPCL was granted a generation license by NEPRA on 26 Novernber 2013 for its 732 MW (gross)
hydro-based generation facility to be located at Karot village, District Rawalpindi, in the province
of Punjab. Thereafter KPCL filed a tadff petiion to NEPRA on the basis of the approved
feasibility study as per the Pold agesult the Tier-1 (° ' ! i
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by NEPRA on 29" May 2012. A Motion for Leave for Review was filed by the Project on June 7,
2012 (“MLR”) to request NEPRA to reconsider some of the items disallowed under the
Feasibility Stage Tarff determination. Additional supporung information was submitted t©
NEPRA as part of the MLR application filed by the Project. NEPRA 1ssued its determination on
the MLR applicauon filed by the Project on 11* December 2012.

During the MLR application process, KKPCL applied for issuance of the Letter of Support
(“LOS™); the same was issued by Private Power & Infrastructure Board (“PPIB”) on 29% Aug.
2013. In accordance with the requirements of the NEPRA Act, NEPRA Rules and the
Hydropower Tariff Mechamsm KPCL heteby submits this Petition for determination/ approval
of the EPC Stage Reference Tariff along with the one-time adjustments, pass-through iterns and
indexation mechanisms and other terms and condidons for supply of electric power service to
CPPA/NTDC (the “Power Purchaser”) from the Project.

All requisite information required by NEPRA for processing the Petiion has been annexed
herewith; KPCL will be pleased to submit any fucther information as and when required by
NEPRA in connection with the determination. '

24 Request for Tanff Detetmmahon _

Pursuant to the relevant provisions. of the NEPRA Act, NEPRA Rulcs the Policy and the
Hydtopower Tanff Mcchamsm, KPCL sibmits herewith before NEPRA, this Petition for
approval of (i) the reference EPC stage tadiff; (ii) the energy production cst:lmatc, (iti) the
Indexations, Adjustments and Escalauons (W) Cost Reopenets; and (vi) othet: matters. set out in

this Tariff Petition, in each case, fot the Pro]cct Compa.nys powc: generauon Pro]cct to be
located at Karot, District Rawalpindi, Punjab.

NEPRA (the Authority) is kindly requested to process the Petition at the earliest, thereby e
enabling the Project Company to proceed further with the development process.




ot

‘l'acilf Petivion for EPC Stge - KPCL

Section 3. Executive Summaty

‘Karot Power Company (Prvate) Limited

Mechanical Ratung 732 MW
‘Electrcal Rating 720 MW
T2 MW ' '
712.8 MW

- Karot; District Rawalpmd.l, Province of Pun]ab Pakistan

30:Years

~Natonal Transrmssmn and Dcspatch Compmy L]rmted (thmugh Central

Power. Purchasi mg Ag::ncy)

Four Frandis turbines (vertical) of 183 MW each

Description US & Million

e 1,984.0
Percentage US$§ \Iﬂhon
e 20%|

EPC Cost 1,277.8
Engineering and Supervision cost . 1278
Land Acquisition & Resettlement 125
Project Development Cost - _ e : 127 8
Legal Fee & Charges SRR S 12.8
O&M Mobilization Cost: . - 128
Diifes and Taxes ™ : R ' 23.6
Insurance’ duﬂng Consttucuon S S N L P 35 4_
Siriosufe Fee™' - : 54 3
Intu::st dunng Coust:uction 243.7

B0% | - 15872

100%

Percemage
=C}:una “Three Gorgcs South T Asia - o3
TInvestment Limited. °

Assodated Technologies Limited 5% 19.86

Malik Mubashir - -

Total Eui ¥
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t Loan Term 12 Year + 5 vear prace penod
Debt Repayinent Semi-Annual Installments
Mark-up rate (6 month LIBOR + 4.75%)/ (1 IO%)
s - | (10% withholding tax
Description © Year1-12  Year 11-30
Million US S

Operations Cost O&M N ©34.6 L7346
‘Water Use Charges 4.7 : 4.7
Insurance Cost 17.3 173

Financial Chaiges | Interest 51.9 -

(Average) -Sinosure on Debt 1.5 -
Sinosure on Equity 3.0 1.4

Total 119.0 | 58.0

“US¢ 10.2479 per kWh / PKR 10.4119 per kWh

i 1 US§ = PKR 101.6

Bridge Factor

Aqlaal Advocates

. KPCL invited tenders for EPC of the Karot Hyd.to ‘Power Project on I“
October 2014, Last date for subtmsslon of bids was 15% of Deccmbcr
2014. Following patties subrmttcd their bids by the due date:

| 1. Yangtze Three Gorges Techuology & Economy Dcvclopmcnt Co.,
: Ltd. — China Machigery Engmcenng Corporauou Consomum

2. China Gezhouba Group: Company Ll.mtted_, ]

"3, Power Construction  Corporation of * Chma —~Dongfang ‘Electric
Cortporation Consortium. ) fak

KPCL adopted International Competitive Bidding (ICB) for selection of
EPC Contractors and for this purpose undertook a Comprehensive
Tender Evaluation.

EPC Tender evaluation was conducted by KPCL from December 16%
2014, and compléted on 09% of Janiary 2015. For this purpose, SMEC
Intemational, Australia,” was engaged by. KPCL to carty out an
Indcpmdcnt Teader Evaluauon Tcndcrs WEre | mmally -evaluated for
B shortlising on the basis tesponswcncss completcmess expedence,
. capability, and finandial soundsess i accordance with Statement of
* Qualification (50Q) prowdcd in the Btdd;mg docume_uts All the tenders
met the shorthstmg requm:ments

- Afterwards a-detailed Techmcal cvaluatton of the blds was - conducted,
resulting in' techaical " qualificition of ‘all ' three' ‘fenderers. Financial
eviluation was. followed by technical evaluation Based on combined
techaical and financial scores” as well as recommendation of SMEC’s
independent evalation report, Consortium of Yangtze Three Gorges

B Techaology & Economy Development Co, Led. (TGDC) and China

B Machinery Engineering Corporation (CMEC) declared as the first

" preferable tender who enteted contract negotiation. Finally, KPCL
awarded EPCs contract to TGDC — CMEC Consortium.
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Section 4. The Sponsors and the Project

4.1  About the Project

The 720 MW (gross) Karot Hydropower Project is located on Jhelum River just upstream of the
Karot Bridge of Punjab Province. The development of the Project is bemg undertaken on 2
build-own-operate- transfer basis by the Karot Power Company (Private) Limited owned 93% by
‘China Three Gorpes South Asia Investment Limited — a subsidiary of China Three Gorges
Corporation.. The project is being unplemcntcd under Chma Paklstan Economlc Corndor
(CPEC) as a proritized project

The Pro]ect will be the fourth 1n the cascade of ﬁvc hydropower (“HPP’) stallons planned on
jhelum River, downstreamn of the Azad Pattan HPP and upstream of the Mangla HPP The dam
is situated near Karot Bridge in Punjab Province, about 74 km away. from Mangli Dam and
55km away from Islamabad. Access to thc site is by the Islamabad-Kahuta-Kotli road.

Since the project i3 located on the Jhelum River which 1s an eatly rising stream. Its dver flow
normally starts increasing in earfy March (much -earlier than the other-dvers in- Pakistan) -and
reaches its peak till May, and continues in high flows towards the end of August. This river flow
pattern will result in availability of electdcity during the cnitical petods of low availability of
hydropower, and will result in mitigation of chronic power shortage problem in winter from
March to May, when power output of Tarbela Hydmpower Plant falis substantiaﬂy. '

' ‘Pakistan has been facing severe power shortage for the last few - years and- hyd:opowcr i5 the best
- solution. Hydro is the cheapest form for energy with little envn:onmental impacts;’ Paklstan has
- been endowed with-immense potential hydropower resources by nature, which should havc been
‘explolted to providc affordable energy to its people In addition to thls 2 subsfarmal amount of
hydel potential is also available outmde the main river valleys, in the northefn mountainous region
including Azad Jammu and Kashmir (AJK). The total hyd:oelectnc potential ‘n the. country s
estitmated  to be 60,202 MW dgimong which 24,736 MW lLi¢s in the Khyuer Pakhmnkhwa
" Province ,21,725 MW 'in Gl[gﬂ Baltistan area ,6,450 MW in' Azad Jamina &Kzshrmt and 7,291
MW in Punjab Province. About89% of above-mentioried hyd:opower potentlal is still untapped
and yet to be harnessed. It is the need of the hour to tap these resources in order to cope with
severe power shortzgc in the country ‘

KPCL took an initiative in_.this respect and in May 2007, obtained: Letter of Interest (“LOI”)
Private Power Infrastructure Board (PPIB) for development of the Karot Hydro Power Project
from. In October 2009, PPIB approved the Feastibility Study Report of the Project The

~ feasibility study of the Project identified design comptising -a concrete-gravity dam water release
structures, 4 headrace tunnels, underground powerhouse and corresponding waterway systerns;
cofferdarns and diversion tunnels; ste.

However according to the EPC Tender Evaluation result, the selected EPC Contractor proposed
to optimize the main design comptsing laying of asphalt concrete core rock-fill dam at the bend
head of river bend with surface powerhouse.
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4.2 About the Sponsors

4.21  China Three Gorges South Asis Investment Limited (TGSAIL)

TGSAIL 55 incotporated for the purpose of acqumng investing, developing, building, owmning
and operating renewable power generauon projects in Pakistan and other terdtomes. TGSAIL’s
current multi-stage project pipeline is US§5.5 billion (approx.), comprdsing of solar, wind and
hydropower projects with a cumulative capacity of over 2,590 MW, including three hydropower
projects with total installed capacity of 2,410 MW. TGSAIL aims to become the larpest
- renewable power company in Pakistan. This Project marks the entry of a large and experienced
sponsor with a significant investment program in Pakistan's electricity market that needs an
investment of around US§15-20 billion to develop 10,000 MW of additional generation capacity
in the next 5 years to overcome the supply shortfall in Pakistan.

TGSAIL is a subs1d1ary of CWE Investmeat Corporation (‘CWEI”) through CWEI Hongkong
Investment Company Limited. TGSAIL has acquired a 93% stake in the company. Ownership
structure of TGSAIL leading up to ultimate parent company ie. China Three Gorges
Corporation can be best explained through the hierarchical diagram below:

4.2.2" Briefon P-aren't Companies of TGSAIL "

4.221 China Thtee Gorges Corporatlon (CT G)

CTG is a wholly state-owned entetprise with a registered capital of RMB 149 54 Bﬂion CTG is
strategically positioned to become a clean energy conglomerate specializing in devclopment and
opetation of large-scaled hydropowet projects. CTG's pnnmpai operations include engmeenng
construction, management, electﬂclty productlou and provision of related technical services for .
hydropower projects. With experience in the construction, management and operation of the
Three Gotges Project — 22,500 MW (world’s largest hydropower project), CTG has developed
“four core abilities”, Le. ability to construct and manage large-scale hydropower projects, ability
to raise and manage funds for large-scale hydropower projects, ability to operate and market
large-scale hydropower projects and ability to manage unified dispatching of cascade hydropowe[ :
projects. Map below shows the key hydropower projects being undertaken by CTG in China.
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o T VG e A TR

.Gerges .

CTG has-acuvely implemented the strategy of “poing globe” to explore the international market
by fully utilizing the reputamon of TGP and its hydropower development and operatmg
' technologles and '« expenences

; 4 222 CWE Investment Comotauon (CWE_)
Founded in. August 2011,/ CWEIL 'is_a wholly ovmed subs:chary of CTG and serves as the
dedicated ovérseas investment. platfonn, resp0n51ble for investment, consttuctxon operation and
managemert of .the international businesses of CTG. Laveraging on the finandal strength and

technical capabilities of CTG, CWEI is ‘pursuing the development of hydro, wind and sclar
genieration projects across South Asia, Southeast Asia, Europe, Amefica and Africa. CWEI'is also
the largest shareholder in Energias de Portugal (‘EDP’) which is an integrated utility company
that generates, dlstﬂbutes and supplies electdcity in Portugal and through EDP: Rénovaives —
one of the largest wind power producers in the world

4.2:.23 CWEI Hon;qkoﬁg. Investment Company Limited ‘ _
CWEI Hongkong Investrent Company Limited (CWEI HK) was incorporated on 02 Nov 1984
for setting up power projects. CWEI HK s the immediate holding company of TGSAITL.

4.2.3 _ Arrangement with International Finance Corporation . . .

The International Financial Corporaﬂon (IFC), a member of World Bank Group, has slgned a
subscription agreement with CWEI, CWEI HK and TGSAIL for subscription up to 15% equity
of TGSAIL. The first subscription is expected in the first half of year 2015 after the condition
precedents being fulfilled. IFC will also participate in debt financing at the Project Cotapany level.
Given the mandate awarded to TGSAIL, IFC is keenly interested in TGSAIL’s investment
interest in Pakistan. IFC's proposed investment in the Project will:

e Support the significant investment program of a large and experienced sponsor group in

10
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Pakistan's clectricity market that is in considerable need of private sector investment.

s Scek to leverage IFC's knowledge and expericnce in the power sector in Pakistan to support
the investment plans of the TGSAIL.

o Allow TGSAIL to develop a robust environmental and social management systern, ensunng
the implementation of IFC's Performance Standards, partcularly for development of larpe
hydropower projects.

*  Add value in terms of adoption of international corporate governance standards, which will
help TGSAIL to list and raise capital from international capital markets.

o Serve as a foundation for a long-term partnership, which provide confidence to other
intermational investors and lenders for future debt mobilization in a challenging market,
where long-term, limited or non-tecourse debt is not readily available.

s Promote South-South investments.

4.2.4 Associated Technologies Limited

Associated Technologies (Private) Limited (ATL) was incorporated in October 1987 under the
Companies Ordinance 1984. The core area of expertise of ATL lies in civil construction and
development of infrastructure projects.

¥ il 5‘*% “

.
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Section 5. EPC — Process & Selection

51 EPC Tendering

For the purposes of filing the EPC Stage Tariff petition in line with the Hydropower Tariff
Mechanism, the Pro]ect Company has invited, through newspaper capable firm/entes to
participate in the International Compe[l[lve Bidding (ICB) for selecting EPC Contractor(s) for
execution and. completion of the Project on turnkey basis. After .the compettive and
comprehensive ' tender evaluation, a tender jointly submitted by Yangtze Three Gorges
Technology & Economy Deveiopmcnt Co., Ltd and China Machinery Engineeting Corporatlon
ranked as the 1% perferred tender. Thereafter KPCL: accordmg to the practiceé in Pakistan
executed the Engmeenng and Construction' Contract and Eqmprnent Supply Contract
respectivily with aforesaid companies. Bﬂef dcta:ls of the process adopted by the Project
Company is set out below:

511 EPC Tendenng Timelines :

In order to induce potential contractors to participate in the EPC b1dd1ng process, the Project
Company conducted a2 comprehensive EPC tendering process in line with international best
practices for competitive bidding. The timelines followed by the Project Company are provided
below:

Circulation of RFP for hiring of bidding consultant Apal 2014
Hiring of international consultants having expertise in [CB ’ . July 2014
Commmencement of work on tender documents . July2014
‘Publication for invitation to bid in newspapers ' Oct. 01, 2014
Deadline for aquirinig of bidding docurnents S Oct 31, 2014
Site visit.with potential tenderers -~ . . Oce 27, 2014
Pre-bid mecting with poteritial tenderers Oect. 29, 2014
Clarifications and issuance of addendums to potential tenderers Nov 04 to Dec 07, 2014
Submission of tenders aloug with tcnder secunty of USD 5 million Dec. 15, 2014
Evaluation of tenderers : Dec 16 to Jan 09, 2015
Claﬂﬁcgmon - on tenders . submitted to ensure applc-to-apple Dec 16 to Dc;'c 20, 5014
comparison amongst tenderers : : .
Identificadon of 1% preferred tenderer Jan. 09, 2015
Contract negotiation ‘with 1% preferred tenderer for finalisation of | Jan 09 to Feb 06, 2015
EPC contracts '
Execution of preliminary EPC arranpement Feb, 2015

"5.1.2 Scope of Work under'the EPC Contract — =
The scope of work set out under the bidding documents requires the EPC contractor to provide a
end-to-end solution for development of the Project. Broadly, the scope includes, but is not limited
to, the following:
Construction of a dam;
Water release structures for flood discharge and sand flushing;
A fully-equipped hydropower house;
Corresponding waterway systems and auxiliary systems for hydropower station;
Cofferdams and diversion tunnels;

O b ge ]
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£ A switchyard adjaceat to the powerhouse;
g. Internal service roads between the dam. the powerhouse, the intake for the po“ er conduits
and other fearures constructed as a part of this Project; and
h.  Other Works as necessary.

5.1.3 EPC Evaluation Process
KPCL hired services of SMEC to conduct the bidding process for selection of EPC Contractor(s)
and to provide an independent EPC Contractor Selection Reporr_

The evaluatlon process mvolved two stages. The first smge was 1o evaluate responslveness
(Envelope 1) of each tender. Tenders found to be responsive were progressed to the second stage,
Le. comprehensive evaluation of the Technical Proposal and Financial Proposal (Envelope 2).
During the second stage, Technical Proposal of each tender was evaluated If a tenderer’s
Technical Proposal obtains a minimum score of 80 points {out of 100), only then its Financial
Proposal would be evaluated .

The scores of the Technical and Finandal proposals were then consolidated by applying a 70%
weighting to the Technical Proposal and a 30% weighting to the Financial Proposal. Tenders
were ranked according to thel: consolidated score.

514 Bidding Requirements

To avoid any ambiguities from atising at a later stage and in order to ensure that the bids
submitted by potential bldders are in comphance with the requirements of the Pro]ecr1 the
evaluation ctiteria — included as part of the bidding documents — was developed in line with the
Quality and Cost Based System (QCBS ‘generally employed by projects of such stature and
acceptable to international financial institutions.

To ensure that only serious tenderers participate in the bidding process, one of the key criteria for

acceptance of the bids was submission of a tender security of USD 5 million in the form of an
irrevocable bank guarantee. Each of the bidders submitting their response on the tender
documents complied with' this réquirement to ‘evidence their keenness to take on the role of the
EPC contractot(s) for execution and complet:on of the Project. :

In order to select the most optimized ‘and costeffective. technical scheme to construct and
" implement the project, the Pro;ect Company has allowed in the tendering documents that each
tenderer could put- forwud its own project. layout and main building design based on'the project
-topography, geology, hydrology, and other besic information combined with site visits, mste‘ad of
strictly ]umtmg the tenderexs to adopt that ptoposed in the feasibility study.

515 Determma_uon ofResponswenes_s of Bld , . :
First and foremost the tenders submitted by the tendeters were evaluated to determine the
responsiveness of each tender in- regards to the requjxcxnenfs laid cut under the bidding
dacuments. For this purpose a basic responsiveness matrix was developed, thz same is provided

below for reference:
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Sr. | Evaluation Cntena o] Categony e oot D ESCOAR TN i st sl i e DICCISION frmns i o,
1 Completeness Statement of Doces the bid b‘]tlbf) the tequirements Respoasive /
Qualificadon (80()) laid out itx the SOQ Nen Responsive
2 Hxpetience General Fxperience Information regarding general Responsive /
cxpedence attached / not attached Non Respoasive
Dacticular Experence | Specific experience related 1ata Responsive /
| attached / not atached Non Responsive
3 Competenee Design capacity | Doéuments reflecting comipetence of Responsive./
' S | contractor provided / i provided | Non Responsive
“Marnufacturers of 1 ‘Documents reflecting competence of Responsive /-
Equipment equipment manufacturec’s attached / Non Respensive
riot attached
4 Financial Financial soundness | Documents in support of financial Responsive /
soundriess of cortractor attached / not | Non Responsive
'attachcd - :

A bref on the requiremcuts set out under the SOQ and basic evaluation cntcna for dctermmmg
responsiveness of bid is Provlded below

. Orgarﬁzaﬁon structure '4 Tendcrcr 'ha'd to be a firm, parthership or company duly o'rganized
existing and registered: under the laws of Pakls!an ot any country, except a countty not
havmg business relanons with Paklstan

»  Construction Expencncc — fendcret was tequired to have cxper:tence and abihty in the
works covered by the scope of the’ bidding document as stipulated” above; the: minimum
criteria was requirement for the contractor or lead parter of the consortium :

a.

b.

to have successfully completed one. EPC /Tumkey hydropower contract thh a
minimum value of US § 600 M during the last ten (10) years

to have constructed at least one hydropower plant of 700 MW (or more) in the last 10
years, and

to have constructed a concrete grawty dam or a rockfill dam with a height of at least
100m in'the last 10 years,

to have experience in construction of one hydrauhc tunnel in the last 10 years 1n Asia, (at
least 10m diameter with the length of 500m), :

to have cxpcnence in. construction of one powerhousc complex mth a net span of at
least 20m in’ the last 10 years,

to . have = experience  in efection, -ins: allatlon testing and commissioning of one
powerhouse with Franc1s turbines with unit capamty preater than 200 MW in the last 10
years.

* Design Expencncc - Spcaﬁc reqmrf:mf:nts rcgar.dmg design Capabl_]itles of the EPC
contractors wete specified as follows:

4.

b.

Deslgﬂf_‘.d at least one (1) project W’Ith a minimum valuc of us $ 600 M dunng the last 10
years in Asia,

Designed at least one hydropowcr plant, complctcd or on- going, having an installed
capacity of at least 700 MW in the last 10 years in Asia,

Designed a Conctete Gravity Dam or a Rockfill Dam with a height of at least 100 m in
the last 10 years in Asia,

Designed one hydrauhc tunnel in the last 10 yeass in Asia, (at least 10m diameter with
the length of 500my}, .

Designed a spillway with a flood discharge of at least 18,000 m s, :

Designed at least a powerhouse complex of Franc:ls turbines with single unit capacity
greater than 200 MW in the last 10 years in Asia,

Designed at least a powerhouse complex of the net span of at least 20m in the last 10
years in Asia.
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e Experience of contractor perfornung works under the Offshore Contract

a. the turbine generator manufacturer should have at least ten (10} vears experience in
manufacture of vertical Francis turbines of not less than 200 MW units each at head of
over 60 meters,

b, for transformer suppliers at least ten years experience in manufacture of transformers of
over 200 MVA each with the high voltage side of 500kV,

c. for GIS suppliers at least ten years experience in manufacture of Gas Insulated
Switchgear (GIS) with the voltage level of 500kV.

e Personnel — the EPC Contractors were requ.ired to submit detmls of personnel they propose
to assign on the Project at management roles and for on-site supervisory roles. ‘This was
done to ensure that the personnel proposed to be appointmed ate competent and have
relevant experience for similar works.

¢ Finandal — Banking references of contractors were required to ensure that the entides
proposed to be engaged have good financial standing and ability to take on a project of such

magnitude.
Only those_ tenders found to be responsive in first stage progressed to the second stage.

516 Markmg Criteria for Technical Proposal
The marking criteria specified in the tender docutnents and thereof adopted for evaluation of the |
technical proposals is set out below:

Bas:c csxgn chort
| i Preliminary Draft Bassc Destgn Report (dlversmn sed.tment, Sf:lSm.chty and hydrology
analysis)

i Suitability of mvcsugatlon, de51gn and test plan dcscnbed in bidding doc:umcnts for each
stage (level 0, level 1 and level 2 including drawing submission plan, site test, model test and
relevant hydrology analysis)

iii.. Applicable expedence of key staff to be assigned to the Project

iv. Demonstration of their necessafy design capability to execute the Contract :

General Plin and Implementation Methodology Statement for the Worlcs‘ cop 25
i- Suitability of project arrangement, _

fi. Preliminaty Site' Organization for adhedng to the rcqucstcd resources, -methods,
workmanships and Time for Completion to the works, such as diversion, river closure, dam_
etc.

iii. Site flood control dudng construction stage, [

iv. Preliminary p[ans for adhering to Environmental Requ:xemcnts .

. Prehmmary Quahty Crteriz to be apphed, .

vi. Preliminary Health and Safety Plans,

vil. Preliminary Secunty Plan,
viil, Demonstration of management ability to execute the Contract,

ix. Proposed contract structure

x. Provision of a list of proposed subcontractors, with detail of their addresses, natlonahty and
the proposed volume of work to be sub—contracted to each,

xi. Detiils of key personnel for the administration and execution of the Pro]cct
Equmcur Procurement Scheme : 25
i. Guaranteed charactedstics, (Preference shall be given to those Tenderers Who shall provide
- .a plant giving camparatively better efficiendes of the, turbine, generator. and trausfomaer) _
i Guaranteed characteristics of metal structure and gate with hftmg device,
iti. Procurement, delivery and transportation plan,
iv. ‘Training and O&M service plan,
v. Documentation.
vi A staternent of the ongin of each major item of plant they propose to supply for the
Project, together with the name and addsess of each major supplier,
vil. Inclusion of a description of the major electrical/mechanical equipment items and systems.

o
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5.17 Marcking Criteria for Financial Proposal

Iinancial proposals were only evaluated of tenders securing more than 80% on the technical
proposal. The marking criteria specified in the bidding documents and theceof adopted for
evaluation of the financial proposals is sct out below:

It is pertinent to mention that in order to ensure an apple-to-apple compatison, price adjustments
were made to the tenders submitted by each of the tenderers. These prce adjustments were to
cater for: o R

1} Adjustment for omissions/inadequacy in scope of work;
2} Adjusunent for technical noa Compliahcc Le. the cost of making good any deﬁciency
resultmg from tecbmcal non- comphance was added to the correcred total price for

' compaﬂson purposcs onily;

The price 3djustm_e’ﬁt'fo:_c variation in plant efficiency was made as follows:
Guaranteed Efficency:

The average _Wcigh{ed efficiencies of turbines ‘and generator for tender “evaluation
_purposes were set at 90% and 98.2% respectively. Guaranteed efficiency -of main
transformer was to'be maintained at not less than ‘99 7%. The quoted price -was
' decreased-or incredsed: by US$ 500,000 (United States Dollars Five Hundred Thousand -
Only) for each 0.1% or part thereof that the weighted avetage efficiency was greatcr or
less than the required guaranteed weighted average efficiency for the plant,

3) Adjustment for commercial non-compliance i.c. the cost of making good any defidency
resulting from any quantifiable acceptable variations and deviations from the Tender
Schedules and Condiions of Contract were added to the corrected total pdce for
compatdson putpose only; :

4). Adjustment for completion schedule: Prices quoted by bidders specifying a’ completion
pedod of more: than sixty (60) monthis were increased by a factor of 0.05% (of the
quoted pnce) for each additional calendar day requited for completion.

5.1.8 Matklng of Overall Bid

The Wetghtage allocated to the Technical aud Finandal proposal is sct out below: -
a. Technical Proposal: 70%
b. ‘Finandal Proposal: 30%
c. Total: : 100%

5 2 Response from Tendetets :

The invitation for Bidding ‘was pubhshed in newspapers and on website of the Pro;ect Company
on October 01, 2014. Any company interested 1n EPC of the Pro]ect can get a copy of the
bidding document, upon deposit of US$ 1,000 or an equivalent amount in Pak Rupees. Foliowmg
_five parties purchased the Bidding documents:

Descon Integrated Projects Pet. Limuted, Pakistan

China Machinery Engineering Corporation, China

Power Construction Corporation of China {PowerChina)

China Gezhouba Company Limited

Yangtze Three Gorges Technology and Economy Development Co, Ltd., China

[l AR
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5.2.1 Site Visit and Pre-Tender Meeting

A site visit was organized bv the Project Company for the potential tenderers on 27% October

2014 s0 as give potendal tenderers the chance to view the project site and become familiar with
the condition. Duxing the site visit, potential tenderers examined the site in detail including arcas
for power house, dam, diversion and intake structure, colony and dumping area etc. Potental
tenderers also examined the bore holes and rock cores during the site visit, as provided in the
feasibility study completed at LOI stage and the additional geological data revealed through
subsequent site investigations, which form part of the bidding documents. Gevernment of
.Punjab and AJK were intimated about these visits through letters issued to respective Deputy
Commissioner Qfficers. The district authorities arranged police escorts for foreign visitors.

Subsequently, a Pre-Tender Meeting, pursuant to Section 339 of Vol 1 (Instructions to
Tenderers) of the bidding documents was conducted on 29th October 2014. The purpose of the
meeting was to inform potental tenderers about the project and provide them with the
opportunity to seek clarfication on bidding documents and any clarification that arose from the
site visits, to promote a clearer understanding of the Project Company’s requirement and
expectation. During the meeting potential tenderers were brefed on key features of the ‘p*oject
and bidding document. A presentation was also given' to' potential bidders, highlighting project
background, key objectives and potential challengcs of the project. Queries raised by the potential
tenderers were clatified by KPCL and SMEC, afterwards, the Minutes of Meeting was circulated
to all tenderers. The Meeting was attended by teprescntatxves of four prospective tenderers and
.also mnmated to PPIB. :

5.2.2 Pteparation and Submission of Tenders

Accordmg to the requirements stlpulatcd in the Bidding document, tcnderers were rcqun:cd to
: ptepare and submit their tender (including Technical Proposal and Financial Proposal) within a
period of two and a half month. Dunng such period, vadous tenderers sought clarifications to the
Bidding documents. The Project Company issued clarifications and addendum, upon receipt of
aforesaid requests, to all potential tenderers.

Tenderers were required to deliver their tenders along with tender security in US § 5 Million to
the KPCL Bei]mg office by 1600 hours local time (Beijing Tlme) on 15th December 2014, which
- also notified in the Bidding document. Following three pa.ttles subrmtted by due date and time:

L Consomum of Yangtze Three Gorgcs Technology & Econnmy Development Co., Lud
! and China Machinery Engineeting. Corporation- (TGDC-CMEC) ; i
2. China Gezhouba Group Company Limited (CGGC); f
3. 7. Consortium of Power Chiria - Dongfeng Electric Corporatlon (PC-DEC).

5. 3 Tendet Evaluation

531 Stage 1 Evaluation

In accordance with the evaluation criteria and procedures stlpulated in the bidding document, thc
Eavelope 1 of each tendeter was opened in bid opening meeting on the day irunediately
followmg due date of submission, and its contents were examiried for evaluation of
responsiveness of tenders (Stage 1 evaluation) based on following:

® Completeness of tenders: An assessment of the commpleteness of tenders in responding
to the Instructions to Bidders.

(1) Qualification of the tenderers: Ehg1b1]1ty of tenderers was esmbhshed in tems of theit
capacity to design, build and commission the facility and to finance the wotks

Submissions of the three tenderers under Envelope 1 were examined by the Project Company
and SMEC. The results of the evaluation are summanzed:
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I Completeness | SOQ SOQ1 - Power of v v v
' Attorney
SOQ2 — Letter of Tender v v v
S0Q3 — Tender Security v v v
$0OQ4 - SOQ Forms 2 v v v
I1 Expenence General Contracts as contractor or v v v
_ management contractor
Particular Construction Experdence v v v
I Competence D?‘c‘igﬂ Désign éxpcdcnce v v v
capacity : '

Equipment | Expedence of equipment v v v

Manufacture’ | Manufacturer

1s. ! R
v Fmam‘_tal Fmanclal Ave'rage anqual tumover v v v
Capactty sqgﬂdﬂ;ﬁﬁ Liquidity v ‘/ -

5.3.2 Stage 2 Evaluation .

The second stage involves the evaluauon of the Technical Proposal and Finanaal Proposal
(Envelope 2). At this stage first the Technical Proposal of each tender were evaluated. In
response to bidding documents, three different technical schemes have been proposed in the
respective tender, the summarzation of which is as follows:

{® A layout with a rock fill asphalt core dam and spillway, diversion and surface power
house located in the rfght river bend has been proposed by the TGDC-CMEC,

{1y A layout with a rock: fill asphalt dam and spillway, diversion and underground power
house at a. depth of some 50m below the ground - surface has been propoqr‘d by the
CGGC,

{1i) A layout with a ‘concrete grawty dam same as that in the feasibility study, diversion

f tunnels surge chamber in the headrace tunnels and an surface power housé nca.r the

- Karot bridge has been proposcd by the PC-DEC.

After technical evaluation'of tenderers, tcchnical scheme proposed by TGDC-CMEC -consottium
found to be the most robust from the technical perspective and pot maximum technical scores Le.
87. PC-DEC got 84 'marks, whercas CGGC got 80 marks. Bidding documents specifies a
minimum of 80 matks for technical qualification. All three Lendercrs techmcaﬂy qualified and
proceed for financial evaluation.

Financial evaluation revealed EPC price quoted by each bidder. TGDC-CMEC Consortium
quoted a prce of US § 1,277.8 Million; whereas CGGC quoted an EPC Price of US § 1,349.9
Million and PC.-DEC quoted an EPC. Price of US § 1405.1 Million. After taking into
consideration any price adjustments for apple to apple comparson in accordance with the
bidding document, EPC Prce offered by TGDC-CMEC Consortium found to be lowest and got
maximum financial scores i.e. 100. EPC Price offered by EPC pnce offered by CGGC got 94.46
marks and PC-DEC Consortium got 90.33 miarks.

- The EPC poces quoted in the tenders reccived range between US§ 1,277,814,333 and
US$ 1,405,147,215 (in 2015 values), which are much lower than the comparable estimate of EPC
costs in the feasibility study is US§ 1 9,000 (escalated at 3% to 2015 values).
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Both technical and financial scores were then accumulated to evaluate the first preferred tenderer,

summary of which 1s shown in the table below:

Scoring: :
Technical Scores 70% g7 84 80
Finandal Scores 0% | .. 100.00.| _ 90.33 - 94.46
Total 100% -90.90 85.90 84.34
Ranking 1 2 ﬂ

Based on results of the tender evaluation shown above, TGDC-CMEC was ranked 1% and hence
was recommended by SMEC to negotiate the EPC Contract(s) for implementation of the project.
For this purpose several around of negotiations were conducted for clarification on
understanding of contractor’s obligations, understanding of scope of work, design, construction
timelines, changes in costs and other technical parameters.

5.4 . EPC Contractual Arrangement
Based on tender evaluation and subsequent negotiations, KPCL has entered into the EPC

Contract(s) with the preferrcd tenderer, which compnsed of two (2) separate contracts in
accordance with practice in Pakistan, namely: .

a) The Engineering and Construction Contract (thf:_“Onshore' Contract™); and
b) The Equipment Supply Contract {the “Offshore Contract”)

Distribution of responsibilities between the contracts is briefly described below-

The Onshore Contract is S]grl(:d with TGDC, which includes design, engineeting, construction,
erection, testing, commissioning and all other Works for compledon of the Project inside

Pakls tan.

The Offshore Contract is signed with CMEC which includes but not hrmted to - supplying
imported equipment and materials for the Pro]ect outside Pakistan. All equipment supphed under
the Offshore Contract will be Warranted by the Offshore Contractor.

EPC contract providcs a lump'-sum'pr:i_cc, as providcd'ln' the below tablc:' E

Equipment Supply Coatract . - .
Construction Contract ' A7,954.7 028] 10748 !
Total Contract Price : 47,9547 805.8 _ '1,2-7'&]

"5.5 The EPC Contractar - TGDC- CMEC Consortlum

551 TGDC CMEC consortium : '
* Yangtze Three Gorges Technology & Economy Devclopmeut Co., Ltd. (TGDC)
Yangtze Three Gorges Technology & FEconomy Developmeédt Co. Ltd. hiolds ~ extensive
_experience in setting up Hydropower projects worldwide.. The company provides engineering
technology consulting, project management, and engineerng contracting services. It also holds
good and high reputation in project management and supervision in water conservancy and
hydropower engineering, M&E equipment installation, and rich of site supervision experiences in
large-sized turbine generator Fabrication and installation, RCC dam construction, concrete gravity
clam and mass underground cavern. A list of some of key hydropower projects undertaken by the
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St [ .TGDC experence of Hydzopower Projects. . o wipt o oo o o Conatry o Capacity (MW) |
1 AMurum hvdropower project Malaysia 944
2 Uppermadi hydropower project Nepal —“21
3 Da Dai River Hydropower Project Burma 240
4 Three Gorges Hydiopower Project - China 22,460
5 Jinsha River Xiangjiaba Hydropower Project China 4,400
6 Jinsha River Xiluodu Hydropower Project China 12,600
7 Jinsha River Bathetan Hydropower Project China 16,000
8 Jinsha River Wadongde Hydropower Project China 10,200
1o Jinsha River Jinangido Hydropower Project - China 2,400
1¢ | Yunan Lancang River Lidi Hydropower Project China 420

*  China Machinety Engineering Corporation

Founded in 1978, CMEC is the first large- engmeenng & trade company in China, and a member
of China National Machinery Industry Corporation. It is a conglomerate taking cnginecring
contracting as its core business and mtegratmg.trade, R&D, and international service.

CMEC has extended its busmess in the ﬂelds of international engmeermg contracting and
International trade in general CMEC  holds experience in constructing mepga hydropower
projects worldwide, some of them are speclﬁed below

‘Neelum-Thelum Hydropower Project : )
2 Mumm Hydropower-Project S - ' ..+ Malaysia _ 044
3 Imboulou Hydropower Project S Ciongo : 120
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Section 6. Project Cost

The Project Cost is based on the firm EPC Contract — compmsing of the Offshore Contract and
the Onshote Contract. The reference exchange rate used to convert the PKR denominated costs
into United States Dollars is US § 1 = PKR 101.6.

A summary of the Project Cost at EPC Stage is piven below:

s  Offshore Contract ) ' ' ' . 203.0
*  Onshore Contract . . _ 1,074.8
Sub Total - EPC Cost . _ S _ 1,277.8
Other Project Costs; _ : L S
Engineeting and Supervision cost . : 127.8 §
Land & Resettlement and Eaviroament ‘ : 12.5
Project Development Cost 127.8
_chzil fee & charges 12.8
Q&M Mobilization Cost . 12.8
Duties and Taxes’ 236
Insurance dudng Construction - 354
Finandial Fee and Charges ' 55.6
‘| Sinosuré Fee - ‘ ' : 543
‘Interest dvrin i_nstrucuon o : : P ' 2437
Sub Total — Other. Project Costs ' ' R Lo ' : 706.2
Total EPC Stage Project Cost e R 19840
6.1 EPC Cost

As elaborated in Section 5.4, the scopc ot Work to be ca.rned out by the EPC contractor has been
split into two patts, namely, onshore works and offshore works; where offshore works ‘primarily
relate to procurement and supply of electrcal and mechanical equipment outside Pakistan,
onshore works compdse civil works, erection, commissioning, testing, etc.

Total EPC cost for the project is US § 1,277.8 Million. EPC cost at this stage is higher than
Feasibility stage EPC cost, mainly because of a) Increase in price level of mputs of civil works and
other EPC-items. Feasibility Stage EPC costs were estimatéd based on ptice level of 2009, and
price escalation during the 6 years period (ie. 2009 - 2015) resulted in mcr.emsed EPC cost. b)
Increase in construction period from 4 yearsto 5 years. ¢). EPC sl:agc Costs were prepared on the
basis of better site mfon:mation, subsequent geotechnical” investigations' and studies, highlighting
, ge010g1cal problems that were not identified at fcasﬂnlhty stage. d) Deteuoratmg law and order
situation in Pakistan, and nsmg political and secutity risks in Pakistan, duc’to which most of EPC
contracting firms have to increase their expenditure in security protection when undertaking
projects in Pakistan and ¢) possibility of under estimation of costs by consultant at feasibility stage.

2i
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Despite the foregoing circurnstances, the EPC prices quoted in the tenders received ranged
between USS 1277 814,333 and USS 1,405,147 215 (1n 2015 values). The comparable estimate of
EPC costs in the feasibility study 15 US$ 1,642,789,600 (escalated at 3% to 2015 values). Thus, the
towest tender price is approximately 80% of the escalated feasibility esdmate.

As identified above, KPCL adopted an effective and efficient International Competitive Bidding
(ICB) process for procuring the services of EPC Contractor at the most competitive prces.
Bidding process allows each tenderer to submit its own project layout and design, based on the

. project topography, geology, hydrology, and other basic-information combined with site visits, so -

as to provide the most optimized and effective technical scheme for construction and
implementation of the project. The tenderers submitted different technical schemes, and.the most
robust and cost effective solution was selected througb the bidding process. KPCL believes that
the prices as contracted with the EPC Contractors are reasonab!e under the preva.tlmg market
conditions. :

6.1.1 Techmcal Details

a) Civil Works (Onshote Contract)

Civil works for the project includes conhstruction of access roads and budges mnstallation of
camps and constriction facilities, constriction of dams and powethouse excavations of spl]lways
and tunnels, construction works relating to reservoir area, Diversion and Intake structure etc. A
bref description of main civil works is given below: :

1) Asphalt Concrete Core Rock-fill Dam

An asphalt concrete rock fill dany shall be laid at bend head of dver bend The crest elevation of
rock-fill dam with asphalt concrete core is 469.5m, the lowest elevation of foundation sutface for
the concrete pedestal of core wall base is 374.0m, and the maximum height of dam is 95.5m. The
width of dam crest is 12.0m, the length of dam crest is 460.0m. The dam slope of upsteeam is
1V:2.25H, downstream siope above elevation 409.5m is 1V:2.25H, and below the elevation
409.5m 1s 1V:2.0H.

i} Spillways
The spillway will comprse of water intake channel, control section, chute, flip bucket and
downstteam cnergy dissipation areas. The spillway will ‘cross dlagonally the ddge layout of the
plot in river bend, the outlet is located in the lowest reach, 4id the flood releasing surface. orfice
and flood re!easmg ‘& sediment. ﬂushmg outlet will be taid out'at the control séction; the power
station water intake will be laid out in the left side of d.tverslon ¢hannel of spillway near the
control section, and the power house wil! be laid out at the upstrea.m of Karot bridge.

1) Power Generation System :

The power generation system 'is comprised of headrace tunnels and surface powerhouse. The
headrace tunnels and powerthouse will be laid out.in the plot of river bend at the rdght bank of
Jhclum River. The headrace tunnels will be laid out between spillwags and the powerhouse, intake
of which will be 16cated on the left side of the spl]lway canal. The headrace tunnel adopts the type
of one unit for one tunael, whose diameter is 9.6m~~7.9m. The main powcrhouse is located at 2
place about that is130m upstream of Karot Bridge. Ditniensions of the powethouse are 164.90m
X 27m X 60.5m (length X width X height). The elevation of foundation is 358.50m, with the
turbine centre line at level 382.50m.

) Diversion Structures
The rver diversion structures during construction shall be made up by two coffe:da_ms and three
circular tunnels of 12.5 m diameter located on the rght bank. The crest elevation of upstream
earth-rock cofferdam was up to 435.0m; whereas the crest elevation of downstream earth-rock
cofferdam was up to 407.5m. The flow capacity of the tnnels is 6,740 m?/s equivalents to 10
year flood retum pedod.

b) Electrical and Mechanical Equipment (Offshore Contract)
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- 130.9
A On:?'hore Contract All costs other than tunnels RN TR 943.9
Total Onshore Contract ' Lt 1,0748

Offshore Contract .| Electrical and Mechanical Equipment . L 203.0
Tata! EPC Cost o , o ‘ : CL 1,278
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The hydro-mechanical equipment to be procured pursuant to the offshore contract by the
project includes, turbines, generators, cranes, auxiliary equipment and spare parts, diversion
tunnei stop logs, spiliways gates, spillways stop logs, power intake gates, power intake stop logs,
intake trash racks, outlet gates flushing, outlet stop logs etc. A bnef description of electrical and
mechanical equipment is given below:

) Turbines

Four Francis turbines will be installed for generation of electricity. The rated output of the
turbines 1s 183 MW. The destgn head 15 65m. -Maximum net head of turbine is 76.26m, whereas
Minimum net head is 50m.

1) Generators
Four Generators with a rated capadty of 200MVA will be used for the project Generator rated
voltage 15 15.75kV, whereas rated speed 15 100 rpm. Frequency of the generator is 50 Hz.

iy - Other Electrical Equipment

Electrical equipment include among othets step-up transformers and ancillary equipment, MV
and LV switch gear comprsing of diesel generators standby sets, generator isolated phase bus
duct and DC / AC Auxiliary systems, substation and interconnection facilities, control and
instrumentation, SCADA and Telecommunication, earthing system, power house air
conditioning & ventilation system, fire fighting system, tools, spare patts etc.

6.1.2  Adjustment for Cost Reopeners

In order to allow indexations to the onshore contractor, as agreed under the Onshorc Contract .

(in line with the Hydropower Tarff Mechanism), the onshore contract has been spht into cost of -
tunnels and costs other than tunnels. Indexations applicable on the same are provided in
subsequent sections. The table below provides a general break-up of costs representing total EPC
cost expected to be incurred by the Project.

i

Further breakdown of onshote contract price in terms of currency of payment is provided below:

33,921,406,150 | 323:365,067 657,237,176

{ Civil Works other than Tunnels _
Tunnels 6,647,333,670 65426513 130,853,025
E & M Works ) 2,354,380,633 44.730,784 | - - - 67,903,821
Testing and Cocmmssxonmg 627,113,366 _ 19,411,959 | 25,584,335
Detailed Engineering 327,895,198 29,045 834 32,273,149
Other EPC Costs (Inchuding Coordination,

| Inland Transpottation-8 Services, etc.) - -4,076,581,237 75,804,479 .- 115,928,310.
Provisional Sums (Including Dayworks etc.) - 45,000,000 45,000,000
EC Cost without Custom Duty 47,954,710,254 602,784,635 | 1,074,779,816

In line with the Hydropower Mechanism, the EPC cost and reference tariff as determined
pursuant to this petition shall be subject to adjustment for following cost reopeners:
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a) Cost Escalation

Section 13.8 “Adjustment for Changes in Cost” of the Onshore Contract provide for changes in
costs, stating: “The changes in costs shall only be adjusted 1n local currency portion on the basis
of “rse and fall” of the prices of cement, fuel, reinforcement steel and labour obtained and
utilized by the Contractor in Pakistan with respect to established costs for such resources on the
Base Date of the Contract in accordance with the price adjustment formula in Annex H [Changes
in Costs]”

As provided in Annex H, out of the total cost of Onshore Contract, 60% have been agreed with
the contractor to be fixed ie. no indexations or escalations are permitted against the same. The
remaining 40% will be indexed — details regarding indexations appiicable on the remaining
portion are set out below:

a) Fixed Portion el o 60 | _

b) Adjustable Portion ' o E 40 40
Labour (L) c oo R 7.t0 15 . o - 14
Fuel (1) . ‘ R A Co 7
Cement (C) o ' o 3to 12 . 11
Reinforcing Steel (S) . . Tto 13 ' .8

The formula with the adjustment.weightiiigs as Quoted by TGDC-CMEC and incorporated into
the EPC contract as under:

Where:

“P.” is the adjustment factor to be applied to the estimated value of the work

e 33

carried out in month “n

“a” is a bixed coefficient representing the non-adjustable portion of the Onshore
Contract price; ' '

“h? e «d”, and “e” are coefficients representing the estimated proportion of each
- cost element — labour, fuel, cement, and reinforcing steel, respectively, in the works;

L YFy”, “Co”,oand “S,” are the hase cost indices or reference pdces
’ corresponding to the above cost elements; T

“La”, “Fo”’; “Ca”, and “Sq” ate the cost indices or prices cotresponding to the above
cost elements in month “n’";

The reference indices of the specified input cost items as agreed and incorporated in the EPC
contract are asunder: - o 3 - ' Sl

Labour (1) Applicable ‘index of “Construction-Wage Rates™ ~of
7.4 Consumer Price Index Number by Major Groups
and Sclected Commodities of the published Monthly
Bulletin of Statistics of August 2014 by Pakistan
Bureau of Statistics {PBS)

Fuel (F) 260.69 | Applicable index of “Diesel O of 7.9 Index
Numbers of Wholesale Prices by Commodities of
published Monthly Bulletin of Statistics of August

2014 by PBS
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Cement (C) *\pphuable index of “Cement” Df 7.9 Index NumbcrQ
of Wholesale Prices by Commodines of published
Monthly Bulledn of Statistics of Aupust 2014 by PBS

146.08 | Applicable index of “Steel Bars & Sheets” of 7.9
Index Numbers of Wholesale Prices by Commodities
of published Monthly Bulletin of Statistics of August

2014 by PBS -

Reinforcing Steel (5)

During EPC contract negotiation, the Project Company and the EC Contractor mutually agreed
that (1)since PICC has been closed, "Sources of Indices" in the Onshore Contract {(EC Contract)
shall be changed to Pakistan Bureau of Statistics (PBS); (2) as the indices for November 2014
have not yet been published by PBS at the ime of signature of Onshore Contract (EC Contract),
the indices of August will be used for the time being and the approprate indices will be later
updated to the tender base date when the information is avatlable.

Project Company hereby request the Authority for adjustment of EPC Cost and Reference Tariff
at COD on account of Onshore Contract (EC Contmct) cost escalation in accordance with
above stated formula.

b) Adjustmeat for cost variation due to Chauge in Rock Classification

Annex H: “Changes in Costs” of the onshore Contract states that “The pnces of tunnels will be
adjusted according to the change in rock classification assumed at the stage of signing of the
Contract and actually encountered at execution stage. However, the total quantities shall not be
varied and remained fixed as on signing of the Coatract™.

The total cost for tunnels, estimated at the tme of execution of the Onshore Contract is US $
130.9 Million; said cost is based on the assumption that the rock classification encountered at
each tunnel will be as follows:

@_. Hydraulic Tunnel 1 — Dwarsxon Tunnel- Class1ﬂcat10n of Ground Conditions

* N

2 10> Q >4 , - - _ NS
3 45 Q >1 ' 1 3823 ' .32,707.72. 112,504,161
4 1>Q>0.1 734.9 66,091.70 48,570,793 3
5 0.1> Q> 001 224.6 109,591.90 24,614,340
6 Q<001 - - - o
Total - 1,341.80 85,689,293
(1) Hvdrauhc Tunnel 2 — waterway tunnel {diameter 9.6m)- Class1ﬁcat10n of Ground
i
2 -
13 4> >1 1,107.42 19,969.27 22114374
q 1>Q>01 - 0 41,697.53 0
5 0.1> Q > 0.01 0 43,.892.57 0
6 Q <0.01 - - .
Total e 1,107.42 22,114,374
Qwer
S\
S %
X = 25
N

L
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{11} Hydraulic Tunnel 3 - waterwav tunnel {diameter 7.9m)- Classtfication of Ground
Conditions

_ ' Leagth Assumed | [.J.m't Ratc US$/ . -ACO-S{ of
Class | Q-value U meter Length | Construction US§
1 Q>10 - - B,
2 10> Q >4 : : :
3 4>Q>1" B N 228 T16.266.367 370,873
4 1>0Q>0.1 59.8 33,453.38 2,000,512
5 0.1> Q> 001 774 35,338.60 2,735,208
6 - Q< 0.01 - - -
Total 160 5,106,593

)

Powerhouse Matn Access Tun

el

nel (traffic tunnel)- Classification of Ground Céonditions

2y
1 Q>10 - -

2 10> Q>4 - _ . L ,
3 4> Q >t 213.6 " 14,990.64 3,202,001
4 1>Q>0.1 110.8: $25,796.66 2,858,270
5 0.1> Q> 001 9.6 27,240.94 261,513
6 Q<001 - ‘ - -
Total 334 6,321,784

1 Q >10 : -

2 1020 >4 - SR R
3 4>.Q>1" 75 '6,434.88 24,826,106
4 1>0>0.1 165 11,379.90 1,877,683
5 0.1> Q> 001 ... 60 . 2051045 ). . -1,230,627
6 -3 0.01 - - . o
Total ’ 300 3,590,926

1{Q>10 - - -
2| 10>Q>4. . s I
34> Q> 2415 5 41883 1,308,647
4] 1>Q501 345 10,268.78 | - 354,273
5] 0.1>Q > 001 69 20,972.36 1,447,093
61 Q<001 - - — -
Total 345 3,110,013

{vig

Other tunnel 1- masstf drainage tunnel- Classification of Ground Conditions
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Umt Rate US$/ COﬂStSl;)CSt:E.Of

Class Q—valueﬂ Lenglth Assumed (rm) metet Length US$
1 Q>10 - - -
2 10> Q >4 - - -
3 4> Q >1 313.3 4,113.20 1,288,665
4 1>0>0.1 96.6 7,423.98 717,156
5 To1>Q>001 , 33.3 8,149.25 271,370
6 Q < 0.01 | _ - R
Total 4432 2277191

Q_m_) Other tunnel 2- Spillway drainape tunnel- Classlﬁcatlon of Gtound Conditions

1{Q>10 o - - -
2| 10> Q>4 - ' - -
B 34> Q1 . 70 24,363.79 1,705,465
4| 1>Q>01 © 25 30,453.04 761,326
5]01>Q>001 ; _ 5 35,212.00 176,060
6| Q<oot G R o -
Total g ' 100 ' 2,642 851

The unit rates speciﬁed in'the above tables will also be subject to adjustment in accordance with

the formula for the cost escalations specified 6.1.2 (a) above. Project Company hereby request
the Authority for adjustiment of EPC cost and Reference Tariff at COD on account of Rock

classification.

6.2 Engineering and Supervision Cost

The engineering and supervision costs expected to be incurred by the Project Company comprise

costs of the Owners - Engineer, Engineer and RCOpencr Vedifier under Power Purchase
Agrecment (PPA), Project Compary’s other engineering consultants, and Pro]cct Company s own
supervision ‘cost during the construction -of the project. Proper Engmeenng and  effective
Swpemsmn (s the essence for effective: and timely execution of the project This inclades
supervision of procurement, installadon ‘and commissioning of the hyd:o mechanical and
clectical works, as well as civil works duﬂnb the construction period of the project. -

As permitted under the Feasibi]ity Stage Tariff determination awarded to the Project, costs under
this head are expected to be 10% of the EPC costs.

6.3 Land acquisition, Resettlements and Environment Cost

The cost associated with acquisition of land, procurement of land through private negotiation(sf
any), compensation for resettlement to the inhabitants of the area to be affected by the
development of the Project, compensation for remaval of trees and crops, cost of social welfare
of the local community, income generation and community support program, recreational
facilities and other allied “costs, to be -incurred by the Project. Company including cost of
consultants and legal fees pertaining to land acquisition and resettlement, have been estimated
and accounted for under this head.

Due to the Project's right abutment lies in Punjab while the left abutment lies in AJK, the Project
Company has to acquire lands both in Punjab and AJK. However, pridng for land differs
considerable between Punjab and AJK. In additon to normal land acquisition process, the
Project Company shall undertake amicable prvate negotiations for land acquisiion and
resettlement in a transparent manner under supervision/ fadlitation of local governments.
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Furthermore given the fact that IFC 1s an equity participant in the project, the Project is required
2 quity p P proj ] 9

to comply with WB’s “Performance Standard 5: Land Acquisttion and Involuntar Resettlement”.

Therefore, 1t should be estimated that the land acquisiion cost incurred by the project could
potentially vary signtficantly. The Authorty is requested (o reimburse cost for land and
resettlernent on the basis of actual.

Keeping in view the fact that IFC will inject equity as well as provide certain portion of loan to
the Project; the Project Cornpany has to-abide by the World Bank Group’s Performance
Standards on Environmental and  Social -Sustainability (ESMS) during the implementation,
construction and operation of the Project which is a mandatory requirement of IFC. Therefore,
the environment cost includes but is not limited to proper treatment of water supply, sewerage,
site. protection and rehablhtatlon programs monifoting programs and fish hatchery; proper
action of mitigating environment impacts’ from’ the project (such as loss of community
infrastructure, cultural property .etcy; proper maintenance and improvement of environment
status of the area during the construction phase of the project, all of which shall be carried out
following the criteria of WB’s Performance Standard and to the satisfaction of IFC.

In this petition stage, the cost estimate for land acquisition, resettlements and environment Cost
s still maintained at the same: level as that“applied and permitted under the Feasibility Stage Tariff
determination since the same is ad]ustable at the time of COD based on actual costs incurred by
the Project related to land acquisition & procuremcnt, resettlement and environment.

6.5 Project Development Cost
This head includes the cost'incurred for development of Project and includes all costs, fees and
expenses incurred or to be incurred for such purpose. These costs include costs of:

« Feasibility study costs including cost for Hydrological . study, Sedimentation study,
Topographical survey of land, Geological and geotechnical study, Neotectonic and
seismic hazard study, Project layout study, Dam design study, Hydromechanical and
electrical study; and Transportation study etc.

= Additional site investigations;

*  Costs related to the performance guarantee to be furnished to PPIB; _

*  Costs related to the Power Purchaser letter -of credit to be furnished to the Power

'Putchaser pursuant to the | pmvlslons of the PPA;

& Varous regulatory fees to be pmd to NEPRA;

= Costs incurred during Projec: Company formation;

*  DProject Company staff salardes, allowances and other beaefits;

* DProject Company head office - d_evnlopmcnt and running expenses duting construction
period,

* Travelling costs of Project Company staff;

* Cost of PR and media management;

* Cost of security arrangement for the Project;

= Costs relating to vardous permits for the Project; and

* Project advisors, including cost of Local and Foreign Financial Advisors, Insurance
Advisor, Audit and Tax Advisors, Securdty Advisors, Carbon Credit Advisors etc.

The cost for Project Development has been maintained on the same basis as that permitted
under the Feastbility Stage Tarifl detesrnination i.e. 10% of the EPC cost.

6.6 Legal Fee and Chatges
This head pertains to legal fees and charges associated with engagement of international and
domestic law firms for advice on all legal aspects of the Project. Given long implementation

petiod of the Hydro project - ervices of legal advisors will be required throughout the
wer o
Q° o
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development and construction period to assist in connection with the negotation and execution
of: )

=  EPC Contracts;
«  Implementation Agreement (1A) with both with GOP and AJK Entities;
i r  Power Purchase Agreement (PPA);
r *  The Water Use Agreements;
»  Financing Agreements, Security Agreements, including but not limited to the Direct
Agreements between all counter parties to all project agreements;
» Land Acquisition/Lease Agreement
*  Project site Agreements and Other Services.

During the construction period, legal advisors will be required to assist in order to ensure that the
Project complies with all contracts and agreements together with all regulatory and other
consents and approvals and to ensure that all legal issues are identified and appropriately rectified
in a timely manner.

The cost has been maintained at the same level as that permitted under the: Feasibility Stage
Tariff determination ie. legal fees are estimated to be 1% of the EPC cost.

. 6.4 O & M Mobilization

Cost of O & M mobilization has been assumed at 1% of EPC cost. This did not form part of the
Feasibility Stage Tanff petition, however, during discussions with potential O&M contractors, it

was highlighted by them that in order for them to take over the O&M of the Project smoothly

from the EPC contractor — ensuting a seamless transition from the construction perod into the _
operation period — they i.e. the O8M contractor needs to be mobilized on site anywhere berween
7 — 9 months pror to COD. The costs associated with mobilization and on-site availability of the -
O&M team even prior to commencement of operations has to be catered for under the Project :

Cost.

It is important to highlight that while such costs are insignificant in case of a Project of such -
magnitude however the works associated with them are highly significant - in case the O&M

team is not up-to-speed and ready to take on the Project immediately upon achievement of COD

the ramifications can be catastrophic. ' :

. 6.5  Dudes and Taxes , . , . _
{ Taxes and Customs Duty have been calculated at US$ 23.6 Million by the Proiect Company in
. . accordance with the Power Policy, 2002 as fcliows: _

2) Custom Duty & Sales Tax @ 5.00% (Five Percent) has been assumed on impott of
machinery, equipment, goods, spares and materials for the Project, in accordance with
the Policy. In case a higher rate of Custom Duty is levied the same shall be charged and
adjusted as per actual at COD. : : S

b) Advance Income Tax @ 6.00% (Six Percent) has been assumed at the time of import of
machinery, equipment, goods, spares and materials for the Project. -

o) Sindh Infrastructure Development Surcharge @-0.95% (zero Point Nine Five) of the

‘a | imports for the Project has been assumed. The chargeability of Sindh Infrastructure
- Development Surcharge (the SIDS) is based on (i) the weight of the imported equipment
3 / items, (i) the distance of the Site from the port and (i) use of equipment in Sindh.

Since the imported equipment is not to be used in Sindh STDS has not been assumed in
the Project Cost.

In case there is any change in any taxes or duties above, or additional taxes, fees, excise duty,
leives etc are imposed, the same shall be treated as pass through item and the EPC/Project cost
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and the Reference Tadff will be adjusted accordingly. Furthermore no AJK taxes have been
assumed i the tartff pettion. In case Project 1s required to pav anv such taxes, Authontv is
requested to allow them as pass through item.

6.6 Insurance During Construction

Insurance Durning Construction cost covers the insurance cost of the Project’s assets during the
construction period. These cost estimates f.e. 2.75% of the EPC cost plus custom duties have
been developed based on the most recent tariff determinations issued by NEPRA for other

“hydropower projects.~Authority is hereby requested-to allow Insurance Dutng- Constructon at

2.75% of EPC cost plus custom duties, as is allowed in case of other Hydropower projects.

The Project, in view of the practices set by other IPPs in Pakistan and in accordance with the
requirements typically set out by the Lenders funding the Project, intends to procure the
following insurances during the construction phase of the Project:’

{a) Construction All Risk Insurances (CAR);:
{b) CAR Delay in Start-up Insurance;

(¢} Terrcasm Insurance,

(d) Marine and Inland Transit Insutance;

(e) Marine - Delay-In Startup Insurances; and

{f) Comprehensive General Liability.

6.7 Sinosure Fee

Stnosute 1s China's official export credit i ibsurance agency, offenng export credit insurance and
overseas investment insurance. To be spemﬁc Smosure is the unique insurance entity in China
that can provide Overseas Investment Insurance’ to_r__he overseas investing projecis by Chinese
firms/entitics. The policy of Overseas Investment Insurance covers cquity and debt portion of
the project and is intended to provide the insured with dsk guatantee when they suffer economic
losses because of war, cutrency Cxchangc ban, requisition, or breach of contract by the
government or related counterparts in countries where the insured have made investments. It is
designed to support and promote Chinese companies and financial organizations.

According to the requiremen't of the Chinese government, state-owned enterprises such as CTG,
undertaking overseas investments are required to acquire oversea investment insurance from
Sinosure; similarly loans arranged from Chinese Banks (such as in the case of this Project) will
need to be covered under the Sinosure | msumnce Being one of poodtized project of the CPEC
the Project has been allowed a concessional Sinosure rate @ 0.6% pet annum {net of taxes).
Given that (1) payments made to Sitiosure ate currently subject to 20% w1r_hholdmg tax at source
and (2} as per terms prehmmary agreed wtl’.h thie Sinosure which require premium to be received
after tax deduction must be the same as those that would have been received had - Lhere been no
tax, the rate has been prossed up to 0. 75% (06%/(1-20%)). Authority is requested to allow
Sinosure both on equity and debt, as both are mandatory for Chinese investment in Pakistan. The
fee charged shall apply dunng construcmon as well as operations period of the Project, in
accordance with following formuia
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Method of Sinosuce calculation:
Premiurn duting construction period:
(2) For Cumulabove Equity Portion (per annum)
Premium for No. / policy vear = Insured Amount for No. 7 policy year X Insurance Rare
Where:
*  Insured Amount = Equity injected
* ;= the number of policy yeag

- (b} For Debt Portion {per annum)
Premium for No. ¢ policy year = Insured Amount for No. ¢ policy year X Insurance Rate +

committed amount for No. ¢ policy year X Commitment Rate

Where:
*  Insured Amount = (Principal already Disbursed + [nterests Incurred) + (Poncipal to be

Disbursed during No. ¢ policy year + Interests to be Incurred during No./ policy year);
* (= the number of policy year,
*  Committed Amount = Total Pancipal- {Principal already Disbursed + Principal to be
Disbursed during No. £ policy year)
*  Commitment rate = [nsurance Rate X 15%

Premium during operation period:
{(2) For Equity Portion (per annum)
. Premium for No. i policy year = Insured Amount for No. ¢ policy year X Insurance Rate
Where:
*  Insured Amount = Equity injected
* /= the number of policy year,

(b) For Debt Portion {per annum)

Premium for No. i policy year= Insured Amount for No. 7 policy year X Insurance Rate
- Where:

* /= the number of policy year ;

TR

R
*  Tasured Amount= Qutstanding Poncipal at the beginning of No. ¢ policy year + Interests
- incurred during No. ¢ policy year.
6.8 Financial Fees and Charges
Finandal Fee & Charges include costs related to Debt Financing of the project. Such costs
include fees and charges telated to lenders up-front fee, lenders advisors & agents charges,
commitment fee, management fee, charpes related to vatious letters of credit to be established in
favor of various contracting parties, fees payable and stamp duty applicable on the financing
documents, agency fee, security trustee fee, L/C commitment fee/clarges for EPC, commitment
. fee and other financing fees cost and charpes.

The financiai charges requested as part of the Project Cost Le. 3.5% of the debt arranged, are
based on discussions held with the financial institutions and their expedence regarding costs
incurred on projects of such stature.

Keeping in view the deteriorating country risk profile of the country, long gestation period of the
project and prevailing circular debt issue, higher financing cost is required to be incurred for
obtaining financing for the project. Authority is hereby requested to allow financing fee and
charpe at the rate of 3.5% of debt amount. '

& ' 6.9 Interest During Construction
The Interest during Construction (“TDC”) has been calculated at US § 243.7 Million on the terms
) offered by international finandal institutions and banks to the Project at 6-month LIBOR plus a
g spread of 4.75% (Net of Taxes), as allowed at Feasibility Stage. Given that (1) interest payments
made to Chinese Financial Institutions will be subject to 10% withholding tax at source and (2) as
per terms agreed with the Lenders which require payments to be made such that amounts
received after tax deduction are the sarme as those that would have been received had their been

no tax, the spread has been prossed as follows:
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LIBOR = §.36%
Spread = 4.75%
Tax = 10%

Grossed up Interest Rate = (0.30%+4.75%) / (1-10%) = 5.08%

- It 1s pertinent to mention that the Agreement For Avoidance Of Double Taxation And The Prevention Of
- Fiscal Evasion With Respect To Taxes On Income signed between governments of China and Pakistan
provides certain .exemptions pursuant. to which_the withholding tak,spcciﬁcd above might not be
applicable on interest payments made to Chinese Finandal Insttutions. However, the status of
the same ie. as to whether this extends to commercial banks based in China or is limited to
export credit agencies is not clear. Tt 1s therefore requested that the cost of withholding tax at
prevailing rate be allowed if the same s found to be applicable.

Actual IDC, howcver shall be subject to change depending on the fluctuations in base rate (6-
month LIBOR), funding requirement (draw-downs) of the Project dudng the construction petiod,
changes in Project Cost including changes due to Re-Openers, Taxes and Duties, and variations

in PKR / USD exchange rate. Construction period assumed for IDC calculation is 5 year, which

is in line with the construction period agreed with the EPC Contractors. It is pertinent to mention

that all three bidders- ‘proposed. the same construction’ period:ie. 5 ycars from consttuction start .
date.

The spread of 4.75% is considered to be reasonable given:

(1) Pakistan’s security situation, due to which international lenders shall require a premium
for taking on the additional nsk of investing in Pakistan,
(i) Pakistan’s credit ratings which have deteriorated significantly during the past year, and
- (1i1) rates offecred by the Pakistan government on recent euro-bonds issued by the
' government.

It 1s imperative to highlight at this stage that IFC is a stakeholder in TGSAIL, the majority shateholder of
KPCL., and will exert all efforts in atranging financing at a lower rate; however, under the current
circumstances it is not envisaged that financing at a lower spread will be possible.
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Section 7. I'inancing Arrangement

7.1 Project Financing
The Project Cost is envisaged to be funded on the basis of a Debt Equity ratio of 80:20,

however, this shall be firmed up once the term sheet for arrangement of debt financing has been
finalized pdor to finandial close. For the purpose of this Petition, a debt: equity ratio of 8(:20 has
been assumed, thereby resulting in the following debt and equity injections for the Project:

‘MILLION-US §

1,587.2

396.8

1,984.0

The key issue in arranging financing for prvate sector hydropower projects ts bankability and
affordability. Although the operating costs of hydropower projects are reasonable {when
compated to other conventional fossil fuel fired power projects) and the pro]ect life almost thrce
as long, a5 of conventional thermal power plants. There are multiple cost-related factors that
make hydropower projects difficult to finance on a private basis, particularly when compated to
thermal ‘projects. The security issues and uncertainties outlined above also make conventlona_l
debt ﬁnance difficult to secure for such projects. :

Given' the dynamlcs of the Project (debt size, appetite of local market, etc.) the entire debt

financing of the Project will be sourced through foreign financial institutfons as opposed to the
eatlier debt mix of 80:20 foreign:local proposed under the Motion for Leave for Review. The
debt portion of the Project’s financing will need to be funded by multtple foreign sources
including international development financial institutions and Chinese backs. In particular,

obtaining debt findnce from international institutions is difficult and is subject to the highest:

standards of due diligence. In shott, obtaining debt finance for this Pro]ect from these sources
will require extraordinary effort.

For the purpose of the tariff petition, it has been assumed that debt finance shall be sourced
through LIBOR based finandng sources. This assumption is based on the fact that recognition

of the majority shareholder in the Chinese debt market and IFC’s interest in the majority .

shareholder and their mandate to provide assistance in secuting financing for all projects to be
undertaken by TGSAIL in Pakistan.

Key terms and condition of financing are provided in the table below: .

LIBOR (dated 2™ January 2015) 0.36%
Spread : 4.75%
Total Rate (Net of Tax) 5.11%
Withholding Tax 10%
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Total rate (Including Tax) - . (0:36% +4.75%) / (1-10%) = 5.68%
Repavment period B B 12 vears
Repayment basis B Semiannual

Keeping in view the zbove factors, Authonty is hereby requested to allow 6 month LIBOR plus a
spread of 4.75% Nert of Taxes (le. 0.36%+4.75% = 5.11%, by zdopting the Libor index of
e December, 2014) for ﬁnaucmg of the project. In case 10% withholding tax (based on prevailing
tax rate) on mark-up is applicable then, Authority is requested to allow the grossed up mark-up
- rate.(le. (0.36%+4.75%) / (1-10%) = 5.68%). - '

Currently sponsors are planning to inject 20% equity mnto the project. The financing structure of
80:20 debt: equity might change later on based on mutual arrangement between banks and
sponsots. In that case financing structure shall be adjusted to meet the updated financing
structure, subject to the condition that the equity for the purpose of tariff calculation shall not
exceed 30% as required under GOP Guidelines for determination of taniff for IPP projects of
November, 2005. However this wili be firmed up near the time of financial close and intimated
to Authority as soon as it is finalized. Slrmlarly actual debt composition may be different and if so,
the interest rate and tepayment terms shall be affected. This too will be firmed up near the time
of financial clase and intimated to Authority as soon as it is finalized. Authodty is therefore also
requested to all adjustment if pro]ect cost and relevant tadiff componernts ,accordmgly .

711 Return on Equity (ROE), ROE During Construction and Equity Redemption
The Return on Equity (“ROE”), Retum on Equity dunng Construction” (“ROEDC”) and Equity
Redemption (“ER™) have been estimated scparatf-ly and the same are provided under Section 9.
The ER component has . been requested due to the Build-Own.- -Operate- Trans fer (BOOT)
structure of the Project. :

In line with the Feasibility Stage Pefition, and as recognized by the Authonty vide Sedal 61 of its
- Decision No. NEPRA/TRF-UTC/2013/15274 dated 21 November 2014 relevant text of which

is reproduced below:

“... the Authority realizes that the IRR allowed to Hydra should be at least at par with IRR
allowed to Thar coal so that the returns allowed to various gpe: of coal Le. imported, local, & Thar are not
more than what has been allowed to Hydro. Therefore,  to. encosrage clean technology and to atiract hydro
investme:st in the, region, the Autbang thersfore, airsres that the return on nvertment in Hya’me/e.rmf shadl enoy,
at leart similar returns ar allowed by the Authority to Thar coal investors.” i .

Project Company hereby requests:

*  ROL of 20% (IRR based) return on mvested equity net of \Vlt_hholdmg tax,

*  Accrual of ROEDC commencing from 30 months pdor to start of- construction date up to
COD at a rate of 20% and payment thereafter (Le after COD) over the remaining life of the
Project ensuring an ROEDC of 20% (IRR based) net of withholding fax. Authority s
hereby requested to allow ROEDC from 30 months pdor to start of construction date till
COD on the basis of actual equity injection; and

¢ Equity Redemption commencing after repayment af debt 1.c. from year 13 onwards.

It 1s pertnent to highlight that the withholding tax component has not been identified as a separate line
- itemn in the tadff as the same is dssuined t be paid on all equity components i.e. ROE and ROE-DC, at
actual as a pass-through item under the tariff

A\
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7.2  Carbon Credits
Ivdropower is a clean form of energy and will reduce CO: emission. KPCL intends to register for

CDM emission reduction programn. In case any income is generated from CDM, the same shall be
shared in accordance GoPs prevailing polcy.
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Section 8. Opei:ations Cost

The operational cost of the Project comprises of the operations and maintenance cost, water use
charge and the cost of the operational period insurances to be taken out by the Project Company.
Break-up of the same is provided hereunder: '

USD N MILLION (PER
ANNUM)

81 Vatiable O&M Costs_ )

The Variable O&M cost has been Calculat"d based on a net .average annual cncrgy of 3,174
GWh — worked out based on the hydrological data of River’ ]helum Variable O&M is 20% of
total Q&M cost of the project. This component caters for the cost of services rendered by the
O&M operator that are dependent on the operation of the Project thereby determmab[e on a
kWh basis. This componcat also tncludes cost associated with replacement of parts necessitated
due to regular operation / normal wear and tear. The Variable O&M cost will be incurred in local
as well as foreign currency — percentage of locak foreign components is specified below along
with indexations applicable on the same:

B ! ' B
Local = S 70% _ ... | e Pakistan CPI (General)
Foreign 0% s« USCPI (All Urban Consumers)
« PKR /USD Indexation

B.2 Fixed O&M Costs
Fixed Q&M is 80% of total O8M cost of the project. Local portion of fixed O8M costs
represents all costs expected to be incurred by the project locally; these include costs associated
with local staff, administrative expenses, corporate fees, audit fees, the O&M operator’s fee
chargeable in PKR, ete.
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As elaborated in detail in Section 4.2 above, the majority shareholders of the Project Company
are based outside Pakistan. Due to this reason, the senior manmagement and core team employed
by the Project Company will compdse of a large number of expatrates. Additionally, the fixed
fees payable to the O8M operator {comprising of routine maintenance related costs, including
but not limited to, visits by their foreign experts, import of routne replacement components, etc.)
will also comprise of a foreign portion which is charged under this head.

The Fixed Q&M cost will be incurred in local as well as foreign currency — percentage of local:
foreign components are specified below along with indexations applicable on the same:

ORI ercents
Local 30% s Pakistan CPI (General) .
Foreign T10% s US CPI {All Urban Consumers)

« PKR / USD Indexation

8.3 Water Use Charge

This component represents the use of water charges payable to the provincial government. The
same are determined as a function of the electricity generated (in per kWh) by the Plant. Water
Use Charge is included in tariff at the rate of 0:15 PKR/kWh. Indexation of the Water Use
Charge component is requested to be based on the indexation based on Pakistan CPI (General).

8.4 Insurance Cost

The insurance cost consists of operations all risk insurance for the project, as well as business-
interruption insutance; these are standard insurances required by all lenders' and also set out
under the PPA.

Aforementioned ipsurances are requited to be maintained throughout the life of the Project
Since the Pakistan - Insuririce/Reinsurance industry does not have sufficient capacity and
expertise to manage such huge risks entirely, therefore this dsk is required to be
insured/reinsured internationally. The risks’ to be covered through insurance will include
machinery breakdown, ‘natural. calamities (like earthquake, floods, - etc), sabotage and
consequential business interruption, etc. ' , ‘ -

As permitted under the Feasibility Stage Tariff determination, KPCL has requested that an
annnal insurance cost at a rate of 1.35% of the EFC cost be allowed
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Section 9. Reference Tariff

The proposed Reference Tanff is a typical two-part tariff comprsing of:

* Energy Purchase Prce (“EPP”) for the energy: generated and delivered to the power
purcha_ser; and

¢ (Capacity Purchase Pdcé (“CPP”) based on the installed capacity tzking into account
historical hydrological data of River Jhelum.

9.1 Energy Purchase Price

The Energy Purchase Price (“EPP") of tanff comprses of the Varable Q&M component and
Water Use Charge. The EPP is payable against each kWh of energy generated and delivered to
the power purchaser as meastired by the Metering System at the Interconnecton point.

9.2 Capacity Purchase Price

The Capacity Purchase Prce (“CPP"), specified in PKR / kW / Month, is based on the net plant
capacity specified under the Petition — 712.8 MW, The monthly biltable amount of CPP will be
determined based on the tested capacity established during the annual capacity test. This is a
fixed monthly payment payable to KPCL erespecuve of the actual hydrology ie. hydrological dsk
shall be borne by the power purchaser

The CPP will compnse ot Fixed O&M (local) Fixed O&M (forelgn) Retumn on Equity, Retumn
on Equity during Construction, Equlty Redemption, Insurance Durning Opctauon Sinosure fee
and Debt Servicing — compnsmg of Principal and Interest




v ’ [ . yoot d v
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| PER/KWh
EESNEIRS . “Sinosure | Capacity Total
i Intdrest 0| :Charge
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[ 2 6555 | 9892845 - 175.6620 | 43923477 | 122083 |
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18 1EBA 23,5658 [ 12089.0087 6.0012
19 - 21,6020 . | 2087.1348 59959 |
20 .19.6382. 120851710 5.9907
21 | 17.6744 | 20832072 | 59854 |
2 157105 ‘! 20812434 [ sosm |
23 137467 <)L 2079.2796 50744
| 24 1178290 120773157 | 59695
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39276 :2069.4605. [ - 59483 |
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9.4 Reference Debt Servicing Schedule

Principal
© Repayment
Repayment Period Component of
Tanff
(Rs./ kW / Month)
1 5587640
-2 5745267~
3 590.9397
4 607.7158 5
5 624.9682
5 6427103 SO1E08
7 660.9562
8 679.7200 VB
9 (99.0165 v
10 718.8608 nga@
1 i 730.2684 "
12 ; 760.2554
5 e & :
L e . B04.0338 he g
| s SR - §6:8594
16 FESINE 850.3330
B 7 } B14.4730
18 . 899.2983 AR
19 924.8284 fer
2 951.0833 Eit
21 978.0835 %
2 '1005.8502
R 851 1034.4051
24 ORI " 1063.7707 5y

Interest on Debt Servicing
Qutstanding Debr . Component of
Comgponent of Tanifl
Tadff (Rs. / kW /
(Rs./ kW / Month) Month}

535.2060 i 1,093.9700

©519.3433 . | | e300 |
503.0303 1,093.9700
486.2542 1,093.9700
469.0018 1,093.9700
451.2507 1,093.9700
4330139 1,093.9700
414.2500 "1,093.9700
3949535 1,093.9700
375.1092 1,003.9700
3547016 /1,093.9700
3337146 1,093.9700
3121318 “1,093.9700

- 289.9363 1,093.9700 |
267.1106 1,093.9700
2436570 1,093.9700
219.4970 1,093.9700

194.6717 1,003.9700 |

160.1415 1093.9700 |
142.8868 1,093.9700
115.8866 1,093 9700
8B.1199 1,003.9700

59,5649 0 1,093.9700 |
10.1993 ; 2;’ 1,093.9700

.
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Section 10.  Indexations & Adjustments

16.1 Indexations

It 1s subnutted that indexations be made on 1% January, 1% Aprl, 1 July and 1% October
. respectively, on the basis of latest information available with respect to Consumer Price Index

(CPL} (General), as notified by Pakistan Burcau of Statistics, US CPI (for all Urban-consumer) as

notiied by US Bureau of Labor Setistics and exchange rate as notified by National Bank of

Pakistan. ' '

16.1.1  Foreign Variable 08&M Cost Co_mponieni - ' .

The Reference Foreign Variable O&M Cost Component of the Varable O8M Cost shall be
quarterly indexed to both:

(a) the USD/PKR. exchﬁnge rate, based on the revised TT & OD s,elﬁng rate of USD as
notified by the National Bank of Pakistan; and

(b} US CPI (for all Urban-consumet), as issued by the US Burcau of Labor Statstics.

The applicable formula shall be as follows:

[VO&Mrry) = Relevant Reference Generation T ariff Component * |
{(US CPIg.v)/ US CPlgen) * (FX USDkey / FX USDen)]

Where: ;
VO&MfFrew = the revised Foreign Vadable O&M Cost .
: Component applicable for the relevant quargar

US CPlgeyy = the revised US CPI (for all Urban-consumers) for the month prior to
the month in which indexation is applicable, as issued by the US
Bureau of Labor_Stgtisticé

US CPlgeny = the US CPI (for all Utban-consumers) for the month of January
2015 1e. 234.677, as issued by the US Bureau of Labor Statistics.

FX USDgey= the revised T'T' & OD selling rate of PKR/USD as on the
date on which indexation is applicable, as notified by
the National Bank of Pakistan. ‘

FX USD@g = TT & OD selling rate of PKR/USD, prevailing on 31% January 2015

Le. 101 as notified by the Natonal Bank of Pakistan
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10.1.2  Local Variable 0&M Cost Component

The Reference Local Variable Q&M Cost Component of the Variable O&M Cost shall be
quarterly indexed to the CPI (General) in Pakistan, as notified by the Pakistan Bureau of Statistics
based on the following formula:

VO&Mrey = Relevant Reference Generation Tariff Component * |
o - (CPLren/ CPLreq)]

Where:
VO&Myres = the revised Local Varable O&M Cost
Component applicable for the relevant quarter

CPLgen = the revised CPI (General) in Pakistan for the
month prior to the month in which indexation is applicable, as
notified by the Federal Bureau of Stadsties.

CPIyen = the CPI (General) in Pakistan for the month
© of January 2015 re. 196.95 as notified by the Federal Bureau of
Statistics.

10.1.3  Local Fixed O&M Cbs_t Companent

The Reference Local Fized O&M Cost Component shall be quarterly indexed to the CPT
(General) in Pakistan, as notified by the Pakistan Bureau of Statistics based on the following % -

formrila:

ILFO&Mry = . Relevant Refecence Generation Tariff Componentﬂ
(CPYgey / CPImen)
Where: '
LFO&Myacy = the revised Local Fixed Q&M Cost
. Component applicable for the relevant quarter
e CPlpy = the tevised CPI (General) in Pakistan for the |
month prior to the month in which indexation is applicable, as
notified by the Pakistan Bureau of Statistics.
CPlgep = the CPI (General) in Pakistan for the month
of January 2015 ie. 196.95, as nodfied by the Pakistan Bureax
of Statistics. ‘

10.3.4 Foreign Fixed O&M Cost Component

The Reference Foreign Fixed Q&M Cost- Compo.nen-t shall be quarteily indexed to both:

(a) the USD/PKR exchange rate, based on the revised TT & OD selling rate of USD
notified by the National Bank of Pakistan; and

(b) the US CPI {for all Urban-consumers), issued by the US Buteau of Labor Statistics .
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The applicable {ormula shall be as follows:

1FO &M (ERev) = Relevant Reference Generation Tadff CS(Tmponent *l
[(US CPLgey/ US CPLigen) * (FX USDirew/FX USD (reg)|

" Where:
. FFO&M rrev o= . the revised Foreign Fixed O8M Cost Component,
applicable for the relevant quarter
US CPlgey = the revised US.CPI {for all Urban-consumers) for thie moath
priot to the month in which indexation 1s applicable, 1ssued by
US Bureau of Labor Statistics.
US CPlLgey = the US CPI {for all Urban-consumers) for the month
of January 2015 ie. 234.677, as issued by US
Bureau of Labor St_atistics. .
FX USDgey = the revised TT & QD selling rate of PKR/USD as on
the date on which indexation 1s applicable, as
notified by. thé National Bank of.PsziStan.
FX USD@eq = TT & OD selling rate of PKR/USD,
" as notified by the National Bank of Pakistan
: on 31% January 2015 ie. 101.,
10.1.5 Insurance Cost
The Reference Insurance Cost Component shall be annually indexed to USD/PKR exchange
rate, based on the revised TT & OD selling rate of USD notified by the National Bank of
Pakistan. '
(2) [nrexation Fornula
Thevindexation of the Insurance Cost Component shall be based on the following,
formula:
[lnsurancemey = Relevant Reference Generation Tariff Corﬁpoucnt *|
[ (FX USDgey s FX USDgep)
Where:
S Insurancegey = the revised Insurance Cest Component applicable for the relevant
3 year
- FX USDgey =  the cevised TT & OD selling rate of PKR/USD as on the

date on which indexation is applicable, as notified by the National
Bank of Pakistan.
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FX USDgen = TT & OD selling rate of PKR/USD, prevaling on 31* January

2015 i.e. 101 as notfied by the National Bank of Pakistan

10.1.6 Return on Equity, Return on Equity during Construction and Equity Redemption

In line with NEPRA's previous determinations, the ROE, ROEDC, and ER Component of the
Reference Generation Tadff shall be quarterly indexed to the USID/PKR exchange rate, based on
the revised TT & OD selling rate of USD nodified by the National Bank of Pakistan.

The applicable formula shall be as follows:

Relevant Reference Generation Tasiff Component¥
{(FX USD(gev) /FX USDiren) |

[ROE(ren

Relcvant Reference Generation Tasiff Component¥]
[(FX USD ey /FX USDeren) |

IROE-DC(R“)

ER®ev = Relevant Reference Generation Tariff Component¥
[(FX USDrey /FX USDegen) |
Where:
ROEgeq = the revised ROE component applicable for the

relevant quarter

ROE-DCgev = the revised ROE-DC component applicable for the
relevant quarter

ERgev) = the revised ER component applicable for the
' relevant quarter

FX USDgesy = the revised TT & OD selling rate of PKR/USD as on
! the date on which indexation is applicable, as notified
by the National Bank of Pakistan.

FX USDgep = TT & OD selling rate of PKR/USD, prevailing on
31 January 2015 Le. 101 as notified by the National Bank of
Pakistan

10.1.7 Withholding Tax on Dividend
Withholding tax on dividend shall be treated as pass through itern. Withholding tax shall be paid
at the rate of 7.5% of the return on equity (including return on equity during construction). ‘The

power purchaser shall make payment on account of withholding tax at the time of actual
payment of dividend subject to ‘maximum of 7.5% of 20% return on equity according to the

following formula:

Withholding tax payable = [{20% * (E@et - E@eq)}+ ROEDC(req] x7.5%
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Where:
Fpy = Adjusted Reference Equity ac COD
Ereqy = Equity Redeemed
Lpy = Adjusted Reference Return on Equity during Construction

In case the Project does not declare a dividend in any partcular year or only declares a partial
dividend, then the difference in the withholding tax amount (between what has been paid in that
year and total entitlement as per net refurn on cquity) would be carried forward dnd accumulated
so that the Company is able to recover the same as pass through item from power purchaser in
future on the basis of total dividend payout.

10.1.8 Water Use Charge

The Reference Water Use Charge Cost Component shall be rﬂnnual[y indexed to the CPI
(General) in Pakistan, as notifted by the Pakistan Bureau of Statistics based on the following

~ formula:
WUCqgey  =.  Relevant Reference Generation Tadff Component *]
| (CPLgen/ CPln)
Where:
WUC gew = the revised Water Use Charge Cost
Compoanent applicable for the relevant year
CPlgey = the revised CPI (General) in Pakistan for the
month prior to the month in which indexation is applicable, as
notfied by the Pakistan Bureau of Statistics. '
CPLgey = the CPI (General) in Pakistan for the month
.of January 2015 ie. 196.95 as notfied by the Pakistan Bureau
of Stadstcs. )

10.1.9 . Interest Charges

" The interest part of fixed charge componeﬁt will refiain unchanged throughout the témm except

for the adjustment due to exchange rate variation and varation in 6 months LIBOR, while spread
0f 4.3% on LIBOR remaining the same, according to the following formula: '

A 1=Prey * (LIBOR@ - 0.36%)/2 |

Where:
Al = the vardation in interest charges applicable corresponding to varation in six-
month LIBOR. A 1 can be posmve ot ncgaiiv.(-:- dcpendmg ) u_pon whether
LIBORgey) > or < 0.36%. The interest payment obligation will be enhanced or
reduced to the extent of A 1 for each period under adjustment applicable on bi-

annual basis.
Prev) = the outstanding principal on a semi-annual basis at the relevaat calculation dates.
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10.2 Adjustments

10.2.1 Adjustment due to Variation in Net Capacity

The Reference Generation Tariff for CPP has been deterrnined on the basis of net capacity of

Y
y 712.8 MW. Itis requested that the CPP components be adjusted at the time of COI) based upon
' the Initial Dependable Capacity (IIDC) test to be carried out for determination of Contract
" Capacity (as defined under the PPA). ' '
We would request NEPRA to adjust the CPP components based on the following formula:
CC gy = CC qeg x 712.8 MW / NC gog)
Where:
CCogp = Adjusted relevant CCP component of tariff
. CCpes =  Reference relevant CCP component of tariff
NCagp = Net Capacity at reference site conditions established at the time of
: IDC test. '

10.2.2 Adjustments due to variation in Project Cost Components

The Projeet Company requests NEPRA to allow adjusunent to the rotal Project Cost for the
- following items forming part of Project Cost:

(a) Adjustment for Civil Works Cost Escalation including costs associated with steel,
cetnent, labout, and fuel; '

) Adjustment for cost vadation due to Change w Rock Classification, ie: due to
unforeseen rock categories encountered during excavation along with adjustments due to

escalation in units rates due to escalation in input costs

{© Adjustment for variation in Cost of Land Acquisition and Resettlement

(d) Return on Equity during Construction based on the actual drawdowns;

(& US$ / PKR exchange rate variations dudng the construction period;

® Adjustment due to all local Duties and Taxes paid or withheld in relation to the Project;
A ® Adjustment for financial cost due to arrangement, commitment, and-other fees charged
& by the Lenders of the Project;
»

(h) Adjustment for interest durng Construction including change in interest base rate

(LIBOR), varation in loan & equity drawdowns;

® Adjustment of costs associated with hydraulic steel structure and hydro-mechanical and
electrical works (if not allowed/ adi at EPC stage); and
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Adijustment due to costs assoctated with resettlement of habitants of the area affected by

the construction of the Project.

Adjustment of insurance cost incurred both during constructon and operation penod of
the Project.
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Section 11.  Pass throughs & Assumptions

11.1 Pass Throughs
Autheority is requested to allow following cost companents as pass-through to KPCL on the basis

of actual costs reasonably incurred by Project Company or obligated to be paid in relation to the
Project pursuant to Laws of Pakistan,

a) No provision of income tax has been provided for in the tariff. If the Project Company is
obligated to pay any type of tax, the same should be allowed to the Project Company as pass

through.

b) No withholding tax on dividend has been included in the tasiff. Authority is requested to
allow payment of m&zholdmg tax on dividend as pass through at the time of actual payment

of dividend.

<) The payments to Workers Welfare Fund and Workers Profit Paxiicipaﬁbn Fund have not
been accounted for in the Project budget and have been assumed to be reirnbursed as

passthrough at actual by the power purchaser.

d) Zakat deduction on dividends as required under Zakat Ordinance js considered as a pass
through,

¢) No tax on income of KPCL (including proceeds against sale of electrcity o CPPA/NTDC)
has been assumed. Cotporate tax; turn over tax, general sales tax / provincial sales tax and alt
other taxes, excise duty, levies, fees etc. by any federal / provincial entity including local
bodies as and when imposed, shaﬂ be treated as a pass through item;

fy=:No AJK taxes have been assumed in the tagff petmon In case Project is required | o pay any
such tazes, same shall be treated as a pass through | item;

£) No hedping cost is assumed for exchange rate flactnations dunng construction and 2l cost
overruns resulting from vadations in the exchange rate duning construction shall be allowed

as pass through;

h) Any costs incurred by Project Campany, which are required to be incurred by Power
Purchaser pursuant to provisions of PAA shall also be treated as pass through.

1) Ekééét' abovermentioned- items it this sub-clause 11.1, zny other tases and charges that
constitute as part of the Project Cost no matter durmg construction perod and operatmn

petiod shall be treated as pass through.

11.2  Assumptions '
The proposed Refesence Tanlff is based, on the foliowing assumpt:ons A change in any of these
assumptions will necessitate a corresponding adjustment in the Reference TanfF:

g
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Debt {or the Project will be sourced solely through foreign financial institutions {Chinese
banks, IFC, ete). Exact compositten of debt ie local: foragn will be finalzed prior to
financial close; adjustment apainst the same will be requested at the time of COID;

An exchange rate of PKR 101.6 /USD has been assumed. Indexation against PKR /-UsSD
vatiations will be permitted for debrt servicing payments and all other project costs
denominated in foreign currency. Tanff components shall be respectively indexed for
exchange rate vagatons as discussed in Section 10

The timing of drawdown of debt and equity may vary from-lj:.ho-sémsmpé(.:i.f.léd in rhisPetltlo_n,as
such, the Project Cost will be adjusted on the basis of actual IDC at COD. Simuilarly,
ROEDC component will also be updated in the Reference Tanff,

Similarly, adjustments in Project Cost due to vadation in PKR / USD varations and KIBOR
(if applicable) / LIBOR flucthnations will also be catered for at the time of COD;

Taxes and Custom duties amounting to US$ 23.6 Million have been assumed on the import
of plant and equipment under 2002 Generation Policy will be adjusted as per actual payment
at COD; _ : .

Withholding tax at 6% on supplies  (the prevailed rate in November, 2014, which is the
base date stpulited in Bidding document pursuant to the Onshore Contract have been
carered for under the Project Cost. No withholding tax is antdpated on the Offshore
Contract. In case there is any change in taxes etc., or additional taxes, fees, excise duty, levics,
etc. are imposed, the EPC cost and ulimately the Project cost and the Reference Tariff will
need to be adjusted accordingly; '

General sales tax and provincial sales tax are assumed not to be applicable on the Onshore
Contract and the Offshore Contracts. In case these are levied and are not allowed to be
carried forward by the tax authorties, the same will be included in the Project Cost;

The power purchaser will compensate for cnc::gy_dclive::ed to the power purchaser pdor to
COD. For this purpose inergy Purchase Price shall be paid for all energy delivered prior to
COD. Payments will be invoiced to the power purchaser as per mechanism specified in the
PPA;

The péwer purchaser shall be solely responsible for the financing, engineering, procurement,
construction, testing and commissioning of the interconnection and. transmission facilities.
Said fatilities will be made available to the Pioject at !east on or before the deadljilc_ set in the
Power Purchase Agreement. Furthermore, the power purchaser will be solely responsible for
operaton and maintenance of the interconnection and transmission faclities;

Hydrological risk will be bome by the Power Purchaser;
The power purchase agreement will be structured as a take-or-pay contract whereby the

Capacity Purchase Price will be payable to the Project Company regardless of actual dispatch
levels;

Water Use Charge and its indexation will be in accordance with Power Policy, 2002 and the

Water Use Agreement signed between the Project Company and the provincial government;

Project contngency and maintenance reserves are not included in Reference Tariff
calculations. If required by lenders, these will be adjusted accordingly in the Reference Taniff;

In case of any unintentonal error or omussions, typographic errors, and any genuine
assumption being overlooked, the will be comected/incorporated and advised to
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NEPRA as soon as the Project Company becomes aware of it;

o) Any additional indexation or concession allowed by the GOP, NEPRA or aay other Govt.
entity to any PP will be allowed to KPCL without any discrimination.

4

-
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Karot Power Compnay (Private) Limited

Dated: 2 Aprit 2015
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HAROT POWER COMPANY (Pvt.) LIMITED

REF NO. TGSAILKPCL2015083 February 25, 2015

Managing Director

Private Power and In'frastrucid're"Boai'd (PPIB)
50-Nazimuddin Road '

F-7/4, Islamabad

Subject: 720 MW Karot Hydropower Project — Submission of EPC Stage Tariff Petition

Dear Sir,

Please refer to the Letter of Support No. 1(101) PPIB-2021-03/13/PR] dated 29 August 2013 (LOS) .

issued to this Company for the subject Dro;ect and your letter No.1(101) PPIB-2021- 03/15/PRJ dated

24 February 2015 wherein we are requested to flIe the EPC Stage Tariff Petition with NEPRA by 28th

February 2015.

Kindly note that the development of the Project has so far been progressing in accordance with the
schedule stipulated in the LOS. The Company has successfully conducted the international competitive
bidding process for selection of the EPC Contractors for the Project, and based on the firmed EPC cost
the draft EPC Stage Tariff Petition has been finalized with the assistance from our consultants, nantely

Bridge Factor as the Muanclal advlsoy, AQLAAL as the legal counsel and SMEC us the Lechnical

ccnsultant.

It shall be highlighted that the discussions on indicative Tem Sheets or related supporting documents
with potential lenders and Sinosure are going on in parallel with the preparation of the Tariff Petition
in order to negotiate for a better financial terms. However, due to the long traditional Chinese Spring
Festival, such Term Sheets are still awaited. It is envisaged fhat the process for consideration and
issuance of the indicative Term Sheat from the lendars and Sinosure will be initiated once the Festival
ends and their management comes back to office. In order to satisfy the formality, we consider that six
weeks time would be sufficient for being granted such supporting documents of great significance and

then we will be in a proper position to file the Tariff Petition.

TRERTES
Tel: + 92-51-8439612 Fa:+92-51.2287188

House Mo.05,5treet No.72,F-B/3,Islamabad,Pakistan




= A3 R D IR

KAROT POWER COMPANY (Pvt.) LIMITED

We are, however, confident that such delay in filing the petition shall not affect the Financial Closing
Date as per the LOS. Actualiy, we are already in the process of and achieving good progress in the

negotiation of the concession agreements with relevant authorities in Pakistan and discussion of the

financial documents with potential lenders in China.

In line with the above, we hereby request that extension in.filling EPC Stage Tariff Petition shall be
extended by six (06) weeks ie. till April 11th 2015, Furthermore, with this extension request, we are

not requesting any extension in the Financial Closing Date; hence overall timeline of the Project

. Implementation shall not be affected.

Excépt the change(s) requested above, all other terms and conditions of the LOS shall remain valid and

enforceable.

Your support in this regard is highly appreciated.

With Best Regards,

. Yours Sincerely,

Iv}r. heng Zhendong
Chief Executive Officer

Karot Power Company (Pvt.) Limited

CC:
Director Hydro, PPIB

e Y e P e L R T e L et S LTS

House No.05,S5treet No.72,F-8/3,Islamabad,Pakistan Tel: + 92-51-8439612 Fax:+32-51-2287188
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